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im examinstion consists of three (3) guestions on Iour

43 pages. duestion 2 hes 1wo subparis. duestion 3 has
ree subparits. Please make sure thst vou have all Ipur

ges. You have three hours to spend on the

amination. Each gusstion is weighted egualliy. Henos

u should spend &0 minutes on each guestion.

i

Be sure to put vour sueminaltion nuwmbery oan each hook.

Do not write on both sides on the page. You must write
legibly., Do not use pencils that sre not shary or pens
that sBre nearlily out of dnk.

This exsnminaitlon is open hook. You may refer Lo any
written material you wish.

In ansvering each guesition, usze Judgewment snd combon
sense. Emphagize 1he igsues ithat are mosgt imporiant.

Do not spend too much time on eamsy or trivisl issuess at
the expenge of herder ones. If vou do not know relevant
facts or relevant legal doctrine, indicete whait you do
not knov and vhy vou need to Enov Li. You musi connect
vour knowledge of bankrupicy wiith the facts before vyou.
Avoid lengthy and sbstract summaries of genersl legsal
dogirine.

In gach guestion, =assume you are writing & memorsndum
for ancother lasvyver in your firm. You are ng the
pusition of @n sdvocete. You must cereiully sssess Dolh

the vesknesses and gtrengths of your clieni’s position.

e
4]




CREDITOR'S RIGHTS FALL, 1
Professor Richard E. Flint Fag

) . ny -
I. {one hour} e
Gur client is Ham Epade. Last yaar he executsd an

agresd Judgement w;tk‘%anaﬁﬁg/fﬁr =58, se 8 result of hisg
IRERIIity to repay = promissory note. Bdﬁcﬁwa shetracted th

Jgdgemmnt in Bexar aauniygégg in Hueces county. Sam is a
usician who 1ivés I a modest condominium in Sen Antonio

- /waich ne purchased for $1508, 808 twve vesrs ago and which is
" Teubject to a lien of $3145,089. He plays in iwe or three gigs

o

a week and earned 550, 808 last year. He iz in finsncial
fEfizulty becsduse of 8 rather costly divorce that he went

wwm%?f through seversal Yyears sgo. In thst divoroce he sxecuted a

dosument eniitlied YProperity Sstilement Agreemen 3t P _under which _;qu»g
termse he retained s1ll the community property dn returm for >11/7“¢Agué
_ bt

paying his ex-wife $1,00@ per monib for the rest of her life./ |
He hag sIBC exescuted contracis with two members of his bend,
guaranteeing them $3, 000 per month each regardless of the

income of theg bhand, He has not psid his ex-v¥i gwkzm+“e band
mempers for the lasst three wonths, and 2 @rejud ment writ of
. @ar‘mWas served yesterdsy on the bank where he =
maintains his only sccounts The bank called him Lo notify .
him that befare the a&rﬁaﬁhm@wn wvas served they had exercised
their right to set-oif ?;megaauaimﬁﬁgakggwﬁi\ewed Them %J 2w
on 2 note that ves oDt yet due or in defaulily The note _CWWT ’ ot
secured on band egu 1$meﬁt worth %ﬁ,@%gy.wf%ﬁﬂmﬁftgﬂﬁﬁ u&m%mﬁ? v

e

L
12 A S \{;fx;.!/

jﬂiﬁkfyum his house has aggelerated his nole due it asg result of his f/ 7 7
,q{j:ggialiu to make psyments, I1f this was not snough trouble, he“jﬁivm*?hww
h;ﬁf@% vought 2 new car lest monin, and his check for the down ‘f(kﬁ"“jiuvs
kwa?“ payment bounced and he received 2 call from them ithis m*ﬂn;a N
that they ¥anted him to bring it back or they would begin_ - P
.. hotcheck progeedings sgeinst him. He tells us thet he never Rxwmwﬂwﬁﬂw
L ilf?;%egaadmwh@mser ity documents for the car, only an Lﬁuwﬂﬁﬁﬁg‘ ! -
el {note. Finally, he notes that he filed a Chapter 13{(geversl ﬁ»’%{ZL@wé kK
years ago and received a discharge after cowmpleting his plan;
however, one of those creditors goil real mwmed and Tpade had to
- hit him w;th 5 bat 1o get him wi{ hiz property. Asm B result
C7*h@ra is gggggﬁggxa multimillion dollar lawsuilt zsgsesinst him for
jl%”“ &EB_,ClQuﬁ injury. He beliieves that he couvld fund a Chapter 13
b plan from future gigs. Prepare a memorandun disgcoussing the
Sl possibilities of his filing = (Ohepter 13 or 7 and the
o likelihood for complete success of both. FPleage identify what
cedditiconsl information that needs Lo be cowplled before 2 ,
.. sfinzl answer can Le given. P - T Qfgg
-/ / bpn b Aot ;Aﬁjzgw;{ ¢ »&ﬁ4i¥ ' ’““?*%ﬁ$x e Aﬁﬂxxr ? [ 5,080 waz
4 v




“worth Wore than $2Z0 = share and thinks he can sell it fo

CREDITOR'E RIGHTE FALL, 1990
Professor Richard E. Flint Page 2
II. {one hour)

P T
a. I tﬁapter ? bapgruptcgwﬂggﬁ+ tor slecied hism
mﬁé‘f}ankwptcy exemptions under €57 {m{z:@/ The trustiee
seeks a court order vequlr*mg E@%imr;'m—ﬁwlﬁxgﬁ """

if and %hen he

shauid S@il any exempt prop@rty -G%é%ﬁiﬁgﬂﬁﬁﬁg&g{gg, to notiify
the trustes prior Lo the sale, The bazsis for this is the

trustee’s agsertion thail, in most instences, nonbankruptoy
exemption statutes exempit only sgpecific o tv, and not

propesds. The trustes wanits the chance to pursug those

procesds on behalf of the pre-bankruptcocy claimasnts, 1if and
when sxempt property is sold. {&) If you were counsel for
the trustee, how would vou advance this argument? (b2 If vyou
ware coungsl for Debtor, hovw would vou oppose 117 ol If vou
wvere a court considering this centention, hovw would you rule
and why?

. Debior is 8 founder and Executive Vice FPresident of
Egoplant Compuiters, a8 sucecesssful coempuler company now four
years old. Eggplant’s stock iz held by approximately 15
different people, =211 original inv&gie*s or officers. In
1883, Debior vas granted & —Qck option with the Ifollowing
terms mnd conditions, The QpTlﬁﬂ coverad 102, 626 shares of ]
Eggplant gommon stoak. It wes exercissble for s pericd of é::;
dayve commencing with Debtor’s fourth aﬁﬁivéraary eg an oificer
of Eggplant, =n gvent 4hat occurred on Mey 1, 1985, The
sxercise price vas ilen cenis & zhare. The opition 18 non-
asgignable, and specifies that any stock igsusd pursuant to i
will heve ({(in common wiih the rest of Eggplant’'s stock)
regtrictions on transfer unless and until a public oifering
made of Eggplant commoan siock. FV%JL&U ol

3y

e
Ity

7

o
o

Debtor filed a petition in bankrupicy under Chapler
Aprdl 2%, 1 The trusteese believes thet the common stock
r t

ot 10

W

h
amount to Arthur Krock, & wealthy venture cepitalist vho has
peen locking for a2 way into Eggplant Computers.  Disgcusg the
bankruptecy law issues raized by ithese Iacts. (heEsume Lhere

ai
e : iEL T
are no securi S _lavw lzsues.
ST e e




CHREDITOR'S RIGHTS FALL, 1235
. Profegssor Richard E. Flint Page 3
RN A {one hour)
fo/{ L - "./;C::f\_,‘i_“.. .
A Lest year, the gtate bar assocxa+;§n/322§§§g§g David
Drunker freom law practice for an indefinite period. runker
was an aleoohellc and 8 compulsive gambler and was hopelessly
in debt. He had tried to keep his hesd above water by doing

legal services for retirees and charging them sulragsous
prices {(such as $18,800 fto write a simple wvill or process a

Q/fﬁ@dicare claimi. AL the time of his suspension, he was told
-7 he could ask to have his ligcense reinstated after & year and
M that hesvy Manéggéra ion would be given to the extent to which
;~;V; ‘he had reimbursed or planned to reimhurse the varicus widow
F .. he had ocvercharged. Drunkser filed a Chap%@r<7}baﬂkruptcy

’ petition lagt HNovewmber and has besn granted a dxswharg& The

bankrunpt Gy Court found that whatever claims the widopws had
against him fell ocutside ithe ambil of ¢ 523(a) and hence vwere

sublect to discharge.

Drunker hazs ashked the bhar ssscociation to 1ift the
suspensgion. In hiz petition he conceded that he had not paid
back any of the vidows and did not plen to do ®o. He zrgues,
nowever, that the bankruptcy discharge makes this fsclor one
thet the bar may not consider 1t in delibersiions. Flesss

. advise the siste bar as 1o the merits of Drunker’s argument.
B. Bank made 55@ @od loan to Debt Lo yearg ago, it
) ’ ¥o Yeais 84
took _an interest in fog%;@ate§*¢ 9?T$§§EEWEZ?Q§M*V,

gﬂggm%§>zhe initiel loan and any 3“¥$equ@nt ones it made.

gl
<5 ~Debtar was to make monthly installwent speayments of 52, 890,
-7 & Tyg.months and & half monithe age, Bank discovered that it hed
. {5 not fiied ite finanaing statement corresctly. Bank immediztely
%@”3 nade = &qef fTiling end renegotisted the originsel desl. It
loansd an %ggégﬁﬁiﬁﬁ; 85,209 to Debtor, also on a8 sured

I 1 } a, ¢
_bagis, Monthly ingtallment paymenis vere inoreased ta‘§11§§§$
In aigffjigifram pnast praectice, Debitor sgreed to make its
payments in the form of a cashier’'s check that vas to he heand
delivered to Bank on the first of svery month. Three such
payments were made hefore Debior filed its bhankruptoy
_ petition. Cean Benk keep any or 211l of the installment
ﬁ%, 4 payments Debilor hasg made? To what extent will its security

=y

N interest in Debior’'s assets be enforcesble in benkruptoy?

C. Debtor Tu s garden supply store. it h
different suppliers. Az of the moment, Debitor ow b
about $Z5, 808 to 22 of the suppliers. Mot of the 225, 300 has

 been ovwing for more than 20 dave. The suppliers reguest
% payments vithin 30 dave and cherge interegt fpy isate

~" 5\ payments. Over ihe past several vyears, Debtor has usu
. , fa3llen behind during the vinter months when busSiness v

F o1 bul mosgt suppliesrs were content to let the interesi scoum
e and wait until spring. Some suppliers would write and zsk
Debtor why payment vas late, but even these were satisfiied
vhen Debior explained that 1t was weiting far business to pick
up inp the spring. Deblor owes more ithis yesy than in pest
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